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SUBJECT: Local Business License, Permt, Taxes & Fees/Prohibit Inposing On Witers,
Musi ci ans, Directors O Oher Creative Artists Who Wrk From Resi dence

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED December 9, 1998, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

Under the Business and Professions Code, this bill would prohibit a city within a
county of the first class fromrequiring that a person who is a witer, rnusician,
director, or other creative artist obtain a business license or permt or pay a
business tax or registration fee solely because that person receives incone for
work performed at or fromthe person’s place of residence.

SUMVARY OF AMENDMENT

The June 30, 1999, anendnents made grammatical changes to the |egislative intent
of the bill and al so expanded the provision stating the section shall not be
construed to limt a city’'s authority to adopt and enforce ordi nances that define
and regul ate the operation of home-based busi nesses. However, the | anguage of

t he anendnent appears to prohibit a city from adopting or enforcing business or
zoni ng ordi nances by using a business’s tax status or information contained in
filings reported to state or federal tax collection agencies.

The May 27, 1999, anendnents describe the author’s intent to make uniformthe
muni ci pal tax treatment of witers, nusicians, directors and other creative
artists who work from hone and al so describe that the provisions of this bil
should not limt a city' s authority to adopt or enforce ordi nances that define
certai n home-based busi nesses.

The May 24, 1999, anendnents would Iimt the application of this bill to cities
within a county of the first class. Los Angeles is the only county of the first
class in the state as defined in Section 28022 of the Governnent Code as a county
having a population of 4 mllion or nore.
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The May 17, 1999, anendnents would limt the application of this bill to a person
who is a witer, nusician, director, or other creative artist, and elinmnated the
requirement that the person could not file a fictitious business nane statenent
or regularly solicit business from hone.

O her than the anendnents described above, the resolution of the inplenmentation
concern relating to the definition of “regularly,” the creation of a new

t echni cal consideration, and the revi sed revenue estimate shown bel ow, the
department’s analysis of the bill as introduced Decenber 9, 1998, still applies.

Techni cal Consi der ati ons

This bill would be limted to “a county of the first class,” which is not
defined. The bill could nore easily be interpreted if the termis defined.
According to staff at the author’s office, Part 5 of Chapter 2, Division 2,
Title 3 of the Governnment Code contains the definition intended by the

aut hor .

Tax Revenue Esti mate

The May 24, 1999, anendnents and the recent enactnment of AB 1105 inpact the
bill's revenue estimate. The May 24th amendnents |imt application of the
bill fromany city or county to a city within a county of the first class.
AB 1105 (Stats. 1999, Ch. 67) renoved the requirenent that cities which

mai ntain a conmputerized record-keepi ng systemor which have access to such a
system annual |y furnish the Franchi se Tax Board (FTB) with information
regardi ng taxpayers who pay city business |icense taxes.

Enact ment of AB 1105 elimnated the state revenue | oss conponent from AB 83,
| eavi ng only negligible revenue gains each year due to no city or county
busi ness |license fees being deducted as busi ness expenses. Estimates for
the bill as introduced Decenber 9, 1998, were mnor gains in 2000-01 and
2001-02 and losses of $1 million in 2002-03 and $2 nillion in 2003-04.

Revenue gains fromno city or county business |icense fees being deducted as
busi ness expenses woul d probably not exceed $250,000 a year (assumes an
average annual fee of $100 and a nmarginal tax rate of 5% for 50,000 taxable
writers, musicians, directors, and other creative artists). The nunber of
home- based witers, nusicians, directors, and other creative artists is
assumed to be roughly equal to a quarter of the nunber of wage and sal ary
workers in the notion picture industry in the Los Angel es-Long Beach

met ropol i tan area.

BOARD PCSI TI ON

Neut r al

At its July 7, 1999, neeting, the Franchise Tax Board voted 2-0 to take a neutral
position on this bill as anmended May 27, 1999.



